JUNE 1961 


BUSINESS 


Business activity in New Mexico during 
April returned to lower levels following the unusual 
spurt of March. Our April Index of Business Activi- 
ty was down 7 per cent from that of March, and 3.4 
per cent from that of April 1960. The year-to-year 
decline of approximately 3 percent roughly measures 
the difference between economic activity in New Mexi- 
co during 1960 and 1961. 

The employment situation in New Mexico showed 
little or no improvement during April. Although the 
number of persons employed in the State increased 
slightly from March to April, there was no overall 
employment change from April 1960 to April 1961. 
The current stability of employment is in contrast to 
the earlier months of the year which were consistent- 
ly, although only slightly, above similar months of the 

4 1947-49 Average previous year. Employment in six industries was not 
as healthy as it had been earlier in the year, showing 
declines from either the April 1960 figure or the first 
quarter of 1961. Current employment in the finance 
group matched that of last April, while construction 

50 employment during April was not down as much as it 
had been during earlier months of the year. Although 
the number of unemployed persons in New Mexico 
NEW MEXICO BUSINESS INDEX declined slightly between March and April, the current 


Aprilunemployment was substantially above that of the 

0 previous April. 
Preliminary financial andemployment data indicate 
that May business activity was probably above that of 
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Business Activity in New Mexico 


Index of Business Activity (1947-49 = 100) 


Sales data: Not available. See March 1959 issue of NEW MEXICO BUSINESS 


April 
1961 


271.6 


*Life Insurance Sales (1, 000s) $ 22,898 
*Bank Debits, 34 banks (1, 000s) 472,355 
Bank Loans and Discounts, 34 banks (1, 000s) 49, 837 
Demand Deposits, 34 banks (1, 000s) 331,123 
Time Deposits, 34 banks (1, 000s) 149, 237 
Business Failure Liabilities (1, 000s)> 662 
Wage Workers in Nonagricultural Establishments 236,600 
in Mining 20, 100 
in Contract Construction 18, 100 
*in Manufacturing 15, 600 
in Transportation and Utilities 19, 200 
in Trade 50, 000 
in Finance, Insurance, and Real Estate 9,500 
in Services and Miscellaneous 38, 100 
in Government 66, 000 
Number of Insured Unemployed 11,011 
Rate of Unemployment (per cent of labor force) 5.68 
Construction Contracts Awarded (value in 1, 000s) $ 16,902 
Residential (value in 1, 000s) $ 6,567 
Number of Permits 478 
Floor Area (1,000 sq ft) 613 
Nonresidential (value in 1, 000s) $ 4,066 
Floor Area (1,000 sq ft) 196 
Heavy Engineering (value in 1, 000s) $ 6,269 
*Petroleum Production (1, 000s of bbls) 9,275 
Natural Gas Production (millions of cu ft) 61,115 
*Electric Power Production (1, 000s of kwhs) 268,912 
*Index of Total Metallics Production (1947-49 = 100) 101.2 
Mine Production - Copper (1, 000s of lbs) 13,640 
Mine Production - Lead (1, 000s of lbs) 440 
Mine Production - Zinc (1, 000s of lbs) 4,180 
*Mine Production - Potash (1, 000s of tons) 1,376 
Index of All Farm Prices (1947-49 = 100) 104.1 
Index of Livestock Prices 111.1 
Index of Crop Prices 94.0 
Receipts from All Farm Marketings (1, 000s) $ 8,977 
Livestock 7,714 
Crops 1,263 
May 
1961 
Bank Debits, 34 banks (1, 000s) $503, 604 
Bank Loans and Discounts, 34 banks (1, 000s) 53,153 
Demand Deposits, 34 banks (1, 000s) 336, 253 
Time Deposits, 34 banks (1, 000s) 151, 363 
Wage Workers in Nonagricultural Establishments 239,700 
Number of Insured Unemployed 10,574 
Rate of Unemployment (per cent of labor force) 5.39 
*Building Permits, total 18 cities (1, 000s) $ 7,440 
Residential 3,517 
Nonresidential 2,856 
Other 1, 067 
Index of All Farm Prices (1947-49 = 100) 99.0 
Index of Livestock Prices 104.0 
Index of Crop Prices 93.3 


Per Cent Change INDEX 
April 1961 from April 1961 
Year Earlier Mar. Apr. (Average Month 
April 1960 1961 1960 1947-49 = 100) 
281.1 = - 3.4 271.6 
$ 24,285 - 8.4 - 5.7 652.9 
482,787 = 22 299. 9? 
49,557 * 26 + 0.6 336. 0* 
327, 152 +43 + 1.8 180. 2% 
130,781 + 0.9 + 14.1 424. 3% 
118 +137. 2 +463. 2 2,311.8 
236,700 + 11 0.0 178.4 
20, 800 + 2.0 = $4 165.3 
19, 100 + 3.4 - 5.2 143.5 
16, 600 + 0.6 - 6.0 181.9 
20, 300 - 0.5 - 5.4 120.1 
49,200 + 44 172.1 
9,500 + 4:4 0.0 304.8 
36,900 + 1.6 + 43 175.4 
64, 300 + 0.3 + 2.6 224.5 
7,260 - 8.0 + 51.7 -- 
3.78 - 9.0 + 50.3 365.6 
$ 17,705 + 8.9 - 4.5 -- 
$ 8,521 + 0.5 - 22.9 -- 
660 + 1.9 - 27.6 -- 
800 0.0 - 23.4 -- 
$ 4,259 - 39.0 - 4.5 -- 
275 - 61.5 - 28.7 -- 
$ 4,925 +171.3 + 27.3 -- 
8,324 - + 11.4 244.6 
63,742 - 5.8 - 4.1 380.0 
293,110 = 6 - 8.3 304.7 
78.1 + 1.6 + 29.6 101.2 
11,154 - 01 + 22.3 129.0 
390 + 13.4 + 12.8 42.4 
2,276 + 6.7 + 83.7 65.5 
1,056 - 7.9 + 30.3 343.7 
102.1 250 + 2.0 104.1 
109. 4 + 0.6 + 1.6 111.1 
91.3 + 1.6 +* 60 94.0 
$ 10,535 - 39.6 - 14.8 79.0 
8, 367 - 44.9 - 7.8 83.8 
2,168 - 29.1 - 41.8 56.3 
Per Cent Change INDEX 
May 1961 from May 1961 
Year Earlier Apr. May (Average Month 
May 1960 1961 1960 1947-49 = 100) 
$486,538 + 6.6 + 3.5 319.7% 
50,474 + 6.7 + 5.3 358. 5° 
328,530 + 0.9 + 2.4 181. 8 
133,514 + 1.4 + 13.4 430. 2 
238,700 + 1.8 + 0.4 180.7 
5,916 - 4.0 + 78.7 -- 
3.07 5.1 + 75.6 346.6 
$ 8,815 + 23.2 - 15.6 258. 7% 
3,749 - 9.8 - 6.2 197. 22 
2,335 +242.6 22.3 391.4% 
2,731 - 18.3 - 60.9 294.1% 
100.0 - 4.9 99.0 
105.7 - 6.4 - 1.6 104.0 
92.9 - £7 + 0.4 93.3 


*Indexes for these items are used to compute the Index of Business Activity. 

Although the number of reporting units chang 

>The figures in this series are based on the average of three months' data. 

Sources: 

Retail Sales Data: N. M. Bureau of Revenue 

Potash Production: N. M. Bureau of Revenue 

Petroleum and Natural Gas Production: N. M. Oil Conservation 
Commission 

Life Insurance Sales (New Ordinary): Life Insurance Agency 
Management Association 

Wage Workers and Unemployment: N. M. Employment Security 
Commission and U.S. Department of Labor 


the ind for these items are comparable with indexes for preceding months. 


Electric Power Production: Federal Power Commission 


Metallics Production: U.S. Bureau of Mines 


Farm Prices and Marketings: U.S. Agricultural Marketing 


Service 
Bank Data (all series) and Building Permits: 
Bureau of Business Research, UNM 


Business Failure Liabilities: Dun & Bradstreet, Inc. 


Construction Contracts: F. W. Dodge Corporation 
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Early British Cattle Operations 
in the Panhandle-Plains Area 


of Texas and New Mexico 


By MARTYN NAYLOR 


This article is the editor's condensation of a 
thesis ''The Influence of British Capital on the 
Cattle Industry of the Panhandle-Plains Area of 
West Texas and Eastern New Mexico" submitted 
in 1959by Mr. Naylor, a British student, who last 
year taught at the University of Hong Kong. The 
thesis is much longer than this version and is 
carefully annotated. The Bureau of Business Re- 
search is publishing the condensation because the 
material contributes to the history of the South- 
west and, specifically, of a movement and an era 
' which, though relatively short lived, were sig- 

nificant in the development of the southwestern 
cattle industry. 


The aftermath of theCivil War saw manyTexas the alien investor. Occasionally, English gentle- 
cowmen moving north into the Panhandle and the men had lent money to farmers, trappers, and 
lower midwestern plains. Already, many of them guides for smallranching ventures; but such loans 
had traveled the Goodnight Trail along the Pecos had usually come about solely because the bene- 
from southeastern New Mexico, striking duenorth factorshad been guided by the Americans on hunt- 


from Ft. Sumner across the plains intoColorado. ing expeditions. The arrangements were hardly 
Numerous stock owners eventually locatedineast- | formal or based upon sound investment plans. 
ern New Mexico, from the lower Pecos valley to 

the farther waters of the Cimarron. Later, this There were some exceptions to this compara- 


area and that along the Arkansas in southern Colo- tive pre-1880 absence of foreign capital in the 
rado became overstocked; so many cattlementhen area. In northeastern New Mexico, Wilson Wad- 
looked toward the Texas Panhandle. And across dingham, a British promoter, had been instru- 
the Atlantic in England and Scotland other men mental in 1870 in encouraging British and Dutch 
looked in the same direction. capital to the Maxwell Land Grant (really the 
Rayado Grant). Waddingham and his associates, 
including William Blackmore, another English- 
The late 1870s made "cattle" a word which man, had sold the Maxwell ranch to an English 
suggested money to eastern businessmen. Those and Dutch syndicate for $1.4 million. The ranch 
years also saw the beginnings of large-scale for- was quickly stocked with fine imported breeds of 
eign interest in the western cattle industry. By horses and cattle and met with considerable im- 
the time British capital appeared on the scene in mediate success. 

strength in the 1880s, the Panhandle was bulging; 

and the overflow began to move into the plains 

area of eastern New Mexico. Up to that time no However, the movement establishing successful 
great attention had been paid to the industry by ranching on the Maxwell Grant was essentially 


different from that resulting in wide British in- 
vestment in cattle the following decade. The 
organization and operation of a cattle-ranching 
business was not the ultimate aim or purpose of 
the British-Dutch syndicate, which was far more 
concerned with the land as real estate to be sold 
piecemeal to prospective settlers. 


A different set of impulses set off the later flow 
of British capital into the Panhandle-Plains area. 
That movement of capital was directed principal- 
ly at the cattle industry itself. In the late 1870s 
the Panhandle and much of northwestern Texas 
and eastern New Mexicobecame a feeding ground 
for the maturing of young steers purchased in the 
eastern and southern portions of Texas and in the 
cotton states farther east and fattened in vast 
areas used largely for loose grazing without any 
attempt to control great stretches of land. Actu- 
ally, much of this grazing consisted of long stop- 
overs on northern drives--especially, along New 
Mexico's Cimarron, where Goodnight and other 
early trail-drivers could not pass up such lush 
and fertile grasslands. 


WESTERN BEEF 


In the autumn of 1875 Timothy C. Eastman of 
New York beganto send dressed beef to England-- 
on a relatively small scale, at first. By the 
spring of 1877, however, the extent of the ship- 
ments reached such proportions that grave alarm 
sprang up among English and Scottish livestock 
growers. Before that time, little foreign meat 
had been imported into the United Kingdom, but 
the success of the Eastman venture alerted Brit- 
ish livestock growers to the possibilities of new 
sources of meat supplies--not only from North 
America, but also from South America and from 
Australasia. The last continent was already an 
important source of British wool imports. The 
step from wool to mutton seemed simple and 
natural. 


Because Scotland was the principal cattle- 
raising area of the British Isles and was, there- 
fore, the most alarmed by the exports of beef 
from the United States, an Edinburgh newspaper 
sent an expert to investigate the possibilities of 
stock-raising and its development in the West. 
The result was a book which had great impact upon 
British stockmen and British opinion generally. 
Soon the whole matter had aroused national inter- 
est, and in 1879 Parliament itself sent two mem- 
bers over to conduct their own investigations of 
the western cattle industry. Despite the conser- 
vative tone of their report, the two MPs managed 
to suggest that opportunities did exist in cattle 
ranching in the West and that British investment 
there would be a marked success. 


Before long, booklets appeared throughout Eng- 
land and Scotland, encouraging individual invest- 
ments. One small brochure (The Cattlefields of 
the Far West, issued by a Scotsman) estimated 
possible profits as ranging from 33.5 to 66.5 per 
cent and included some stirring success stories. 
The public drank the fine draught and asked for 
more, so that stories and estimates increased in 
exaggeration and absurdity. It was even agreed 
in the United States that Britishers were gaining 
wealth without labor or price; but little objection 
was heard, for many benefits were by then being 
reaped by Texas and parts of New Mexico as a 
result of British investments. 


During the 1880s a boom in cattle prices com- 
bined with relatively low operating costs resulted 
in an influx of British capital into the West that 
wasof major proportions: by 1886 in Texas alone 
there were 13 British companies with a totalnom- 
inal capital of £5, 082,028 in lands and livestock. 
In addition, there were four others established in 
New Mexico (and 43 others elsewhere in the West). 
During the first five years of the decade tremen- 
dous excitement was created by, and a phenomenal 
number of transactions took place in, cattle- 
industry activity on the British stock markets. 


In the decades since that time, many questions 
have been posed: Was the British investor mis- 
led? Was there really something in the West, in 
the Southwest in particular, about whichto become 
so enthusiastic? Did Americans often cheat the 
foreigner bytaking advantage of the Englishman's 
ignorance of the livestock industry? No matter 
what examples of deception can be brought up-- 
and they are many--the fact remains that there 
wastrue potential forthe British investor in West 
Texas andeastern New Mexico. The capital came 
first in the nature of cattle companies; but later 
it also moved into the financing of sheep ranches, 
of mines, of railways, of urban real estate, and 
of municipal utilities (activities somewhat paral- 
leling the development of New Mexico mercantile 
establishments, as set forth in a new book by 
William J. Parish, dean of the UNM College of 
Business Administration: The Charles Ilfeld 
Company, The Rise and Decline of the Mercantile 
Capitalism in New Mexico, the Harvard Press, 
June 1961). 


A good illustration of a prospectus for the sale 
of debentures for a New Mexico cattle outfit is 
that of the Maxwell Cattle Company, a British 
concern that leased grazing rights from the Max- 
well Land Grant Company, a Dutch corporation. 
The following passages are from that prospectus: 


The cattle business has now been prac- 
tically shown by the experience of English 
and Scottish Companies to be both safe and 


profitable, owing tothe comparatively small 
expense involved and the rapidity with which 
the herds increase in number and value. 
But in the case of the Maxwell Cattle Com- 
pany, a special element of safety consists 
in their having an absolute leasehold title 
to the whole of the extensive area on which 
the cattle will range, and the present selling 
value of such lease is established at cer- 
tainly not less than the whole sum to be 
borrowed. 


There are 1,400,000 acres leased in one 
block, situated in the section of America 
most suitable for cattle breeding and graz- 
ing, and carrying a splendid quality of 
grass. It is well-watered, and well shel- 
tered with summer and winter ranges which 
enable the cattle to runout the entire winter 
without losing in condition. 


(Net income for the first year was estimated to 
be about £40,000. Annual net revenue was ex- 
pected to be £100, 000. ) 


By terms of the Mortgage, the Cattle 
Company will be enabled to dispose only of 
the steers three years old, no females being 
allowed to leave the herd except on condition 
of being immediately replaced with other 
female cattle. The Bondholders will thus 
have the security of their own money in- 
vested in cattle grazing on their own land-- 
a security which every year, as regards 
both lease and cattle, will grow in value, 
and which, therefore, is recommended with 
confidence to the large class of investors 
who desire a good rate of interest without 
risk. 


This prospectus seems to have been written in 
good faith and was undoubtedly attractive to the 
small investor. But, before making such an in- 
vestment, every individual would have done well 
to investigate the major hazards of the industry. 
In those years few London or Edinburgh investors 
were aware of the droughts, the winter cold, the 
grass fires that later would help to cause the 
bankruptcy of many concerns, Even cattle thieves 
playedtheir part in holding successto aminimum, 
and no one foresawthe depression of the next dec- 
ade; so the pictures that were painted were much 
too rosy. Records of the Matador Land and Cattle 
Company (discussed below) show that only twice 
between 1883 and 1909 was an annual net profit of 
more than 1.25, 000 realized. 


But how could any one today expect that caution 
should have been exercised then? More than 100 
millionacres of domain in New Mexico and Texas 
were unoccupied. The West was perhaps the 
leading contender for the role of the Land of Op- 
portunity. And cattle ranching seemed asure and 
an attractive industry, with--we remember-- 
"|, . a security which every year, as regards 
both lease and cattle, will grow in value." 

As one British author Inglis Palgreve put it: 


The United States offers a better field for 
investment than the United Kingdom... 
because in a new country with a steady form 
of government, with a good soil, a good cli- 
mate, and an enterprising race there are 
so many more openings for the profitable 
employment of money than in a long-settled 
country like the United Kingdom, and the 
advantage is the greater as the investor 
moves westward from the Atlantic Coast. 


With steady reports of net profits of from 30 
per cent per annum (the conservative story) to 
more than 50 per cent, the flame was fanned; and 
soon the desire to engage in ranching--even at a 
very long distance--became almost a craze, and 
British investors by the scores began to investi- 
gate investment possibilities. 


Reports of a 25-per cent return on invested 
capital each year for the first few years seemed 
reasonably plausible and exceptionally attractive 
in the 1880s. Domestic investment in Britian at 
that time was by no means in a slump, but it was 
difficult for any domestic company to offer the 
attractions and the potential of the cattle business 
and other enterprises fast being established over- 
seas. From 1875 to 1900 Britain led other nations 
in the matter of investment abroad, and London 
was the unchallenged financial center of the world. 
Vast amounts of capital were being exported to 
the Americas. The industrial revolution was his- 
tory; and the United Kingdom--having fully re- 
covered from the setbacks usually experienced 
by the pioneer--was benefitting from the innova- 
tions born of that revolution. The Empire was at 
its height, and the optimistic outlook of investors 
on the London and the Edinburgh stock exchanges 
was a result of a current evaluation of past Brit- 
ish successes both in politics and in business. 


Associated with this optimism was a spirit of 
adventure springing directly from the pioneering 
activities inherent in the British way of life 
throughout the 19th century. When such activity 
levelled off at home, individuals still inspired by 
the pioneer attitude had to turn their interests to 
countries in the Empire or in the Americas. India 


and Africa offered attractive possibilities for in- 
vestment in railroads and urban development, but 
returns from such investments were sure to be 
considerably affected by British government poli- 
cies towards the colonies. Also, the confidence 
of the investors was weakened by occurrences like 
the Indian Mutiny and the growing unrest of the 
Boers in South Africa. Moreover, when British 
ears heard stories of the opportunities and the 
potential offered by the western United States, a 
strange fascination was exerted, no matter what 
the security offered or not offered. 

We might say that the British spirit of adven- 
ture played a major role in cattle-ranch invest- 
ments, because businessmen in London with 
pounds invested in ranches received the latest 
reports from a true frontier and felt that they 
were playing a part in the development of the 
"wide-open spaces. '' The importance of this feel- 
ing of having a hand in the winning of a new fron- 
tier was further illustrated by the fact that, when 
it became quite obvious in London that early re- 
ports on net income were exaggerations and when, 
in the 1890s, cattle prices felland dividends were 
passed by year after year, British funds still 
continued to pour into the industry. 

In the United States it was said at one time that 
no one could enter select society in the East with- 
out Owning an interest in a Texas cattle ranch. 
Although the requirement did not extend to Brit- 
ain, representatives of the cream of British so- 
ciety did have their share in the business of cattle 
ranching. The Rocking Chair Ranche was said to 
have been run for Queen Victoria herself andwas 
appropriately dubbed ''Queenie's Cow Outfit. '' An 
academic study of the history of the ranch makes 
no reference to Her Majesty, but the Rocking 
Chair was organized by a Scottish baron and a 
Scottish earl. 

Reasons having little to do with pure profit 
brought many Englishmen to the West. Some of 
them entered cattle ranching for adventure; others 
came because they could not maintain their posi- 
tion at home. Mari Sandoz has suggested (1) that 
the typical Englishman wanted a hunting preserve 
or (2) that the distance stretching between the 
western plains and England reduced the embar- 
rassment an English son was to his family, who 
were glad to make payments to keep him out of 
sight! Both suggestions are probably true, and 
the latter often led to an extension of family in- 
vestment in the enterprise when the black sheep 
later made good--as some did. Numerous young 
Englishmen "of good family'' came West in those 
years and were started with capital varying from 
£2,000 to £20,000. The cattle domain, it was 
said, offered an outdoor life "in a temperate zone 
in the most delightfully bracing climate in the 
world" in (and this was best of all) a location 
where "manly sport is an ever present element." 


TABLE I 


BRITISH INVESTMENTS IN TEXAS LANDS AND LIVESTOCK 
December 1886 


Nominal 

Company Capital 
American Pastoral Company, Ltd. & 336,339 
Capitol Freehold Land and Investment Co., Ltd. 1,532, 226 
Cattle Ranche and Land Company, Ltd. 205, 600 
Cedar Valley Land and Cattle Company, Ltd. 147, 100 
Cresswell Ranche and Cattle Company, Ltd. 257, 240 
Espuela Land and Cattle Company, Ltd. 356,500 
Hansford Land and Cattle Company, Ltd. 209, 740 
Matador Land and Cattle Company, Ltd. 500, 000 
Prairie Cattle Company, Ltd. 587, 669 
Texas Land and Cattle Company, Ltd. 270, 000 
Western Land and Cattle Company, Ltd. 249,410 
Land Mortgage Bank of Texas, Ltd. 56,000 
Texas Land and Mortgage Company, Ltd. 374, 244 
Total £5, 082, 068 


Source: J. Fred Rippy, British Investments in Texas Lands and Livestock," 
Southwestern Historical Quarterly, Vol. LVII (January 1955), 333. 


ee 


At first the cattle ranch was looked upon by 
many wealthy young Englishmen as a feudal-type 
domain in the Far West, where they and their 
companions hunted antelope, while their "herds- 
men" cared for the property. In New Mexico 
there was even a ''Ranch School" at which young 
men of means could receive training in the cattle 
business. 

Thus the impetus for investment in the cattle 
industry of eastern New Mexico and West Texas 
was not in every case the desire for immediate 
profit. These other factors must be borne in 
mind if one is fully to understand the impact of 
British capital on and its outflow to this area. 


NUMBER & GROWTH OF BRITISH 
COMPANIES, 1879-1886 


As early as 1872 the Scottish American Invest- 
ment Company was founded in Scotland by W. I. 
Menzies. Its shares were $50 each, of which$10 
was paid, while subscribers were made liable for 
a call of $40. The promoters were men of firm 
financial standing, able to borrow large sums of 
money at 4.5-per cent interest, which they then 
reloaned in the United States and Canada at 6 to8 
per cent. The organization of this company long 
before the cattle boom hit Great Britain illustrates 
the fact that British entrepreneurs weré forever 
looking to the United States as an outlet for their 
capital. It is not surprising that as soon as news 
of the fabulous returns to be achieved by invest- 
ment in cattle ranching began to filter across 
the Atlantic, many new companies were quickly 
formed. 


In fact, by 1882 English and Scottish capital 
totaling £6 million had been so invested, largely 
in operations in Wyoming and the Texas Pan- 
handle. In most cases a limited amount of land 
was bought, and some buildings and corrals were 
constructed upon it. The remainder of the land 
was used for hay land and pasture. Most of the 
cattle were ranged upon the public domain. It was 
Baillie-Grohman who estimated that from 160 to 
£100 was sufficient to erect all buildings neces- 
sary for an ordinary ranching enterprise. Of 
course, such simple measures proved inadequate 
for the long haul; and many companies that were 
reasonably successful in the booming early 1880s 
faced bankruptcy in the 1890s. 


Early British Cattle Enterprises 


The first British ranch venture of any size was 
the Prairie Cattle Company, which originated in 
Colorado in 1876 and which in the same year ac- 
quired the Cross L herd in New Mexico. In 1877 
Prairie Cattle purchased several small herds in 
the Texas Panhandle. In 1880-81 it bought up the 
so-called range rights to much of the Cimarron 
in New Mexico and then added the LIT on the Ca- 
nadian in the Panhandle. The growing beef boom 
brought some immediate success, so that the 
chairman could announce that a $16 calf could be 
fed up to a $35 value with less than $1 in outlay. 
Such an announcement threw no cold water on the 
spreading enthusiasm. 

Acompany having shareholder connections with 
the Prairie Cattle Company was the Texas Land 
and Cattle Company, Ltd. , of Dundee, which late 
in 1881 bought 236,000 acres in southern Texas 
for the breeding of stock. It also acquired control 
of a large area in both the Panhandle and later the 
Cherokee Strip. These two companies had some 
American obligations and shareholders--a situa- 
tion which was in the early days considered an 
important asset, since the American interests 
would insure that the company was not cheated by 
local cattlemen and that the ranch managers sub- 
mitted accurate reports. 

In 1882 the Matador Land and Cattle Company, 
Ltd., was organized, also in Dundee, and was 
registered to buy $1, 250, 000 worth of ranch prop- 
erty in the Panhandle. By mid-1883 this company 
owned 60, 000 cattle, 300,000 acres of land bought 
at a price averaging $1.68 per acre, and range 
privileges on almost two million acres. It was to 
prove the longest-lived of all Southwestern British 
cattle operations established during this era. 

In 1883 the Rocking Chair Ranche was set up-- 
like the others, under a system of absentee land- 
lords (who in this case included the Rt. Hon. 
Edward Marjoribanks, second Baron of Tweed- 
mouth, and the Rt. Hon. John Campbell Hamilton 
Gordon, seventh Earl of Aberdeen). The nucleus 


of the ranch was cattle, equipment, and lands 
purchased from two Englishmen Alfred and Vin- 
cent Rowe, who for five years ranged the RO 
brand along the Salt Fork of the Red River but 
lacked the money to compete with the increasing- 
ly sizeable enterprises of their countrymen. 

In 1884 the Espuela Land and Cattle Company, 
Ltd., of London (president: Sir Charles Edward 
Lewis, a baronet and an MP) was chartered and 
the following spring acquired lands and livestock 
and established the Spur Ranch. The origin of 
this ranch was the herd of cattle ranged by J. M. 
Hall along New Mexico's Dry Cimarron near 
Madison in the early 1880s. 

Three other important cattle enterprises dated 
from those early years, but all old records of 
two of them were long ago destroyed by fire-- 
Waddingham's Bell Ranch in eastern New Mexico 
and the J.A. Ranch, operated by Charles Good- 
night and John Adair. Both apparently were prof- 
itable ventures, but data to prove them so are not 
extant. The third ranch was the gigantic XIT, 
financed by the Capitol Freehold Land and Invest- 
ment Company, Ltd., organized in 1885 with an 
authorized capital of £3 million. The XIT was to 
be plagued by law suits, land sales, and extreme 
difficulty with nesters. The unique situation 
fathering the XIT is discussed subsequently. 


Storm Signals 


In those highly optimistic years the returns on 
investment in anew cattle enterprise were expect- 
ed to be considerable. Many British hoped--and 
not unreasonably in view of the flood of favorable 
reports--for dividends of 30 per cent per annum, 
although the general rule was an expectation of 
something around 20 per cent. What actually 
happened had a different hue. The Texas Land and 
Cattle Company, which succeeded early, did man- 
age dividends of 15 per cent. On the other hand, 
the Matador Cattle Company paid out the following 
dividends for its first three years of operation 
under Scottish control: 1883--8 per cent; 1884--6 
per cent; 1885--7 per cent (see Table II). Per- 
haps the size of those returns, in contrast to ex- 
pectations, should have been recognized as the 
handwriting on the wall. 

The members ofcertain serious British circles 
did see handwriting, but saw it in the relatively 
high early dividends (rather than the unexpectedly 
low ones) paid by several companies. In London 
The Economist thought the public tli-advised to 
‘suppose that these dividends paid by the ''Texas 
Companies" were coming from actual profits in- 
stead of from the inflated valuation placed on the 
stock. This publication believed that rapidly in- 
creasing competition would soon lower cattle 
prices. 

The Scottish Banking and Insurance Magazine 
pointed out that most of the western stockmen 


TABLE I 


PROFITS AND DIVIDENDS OF THE MATADOR LAND AND 
CATTLE COMPANY 


1883 - 1908 

Year Profit Dividend* Year Profit Dividend* 
1883 £15,118 8.0 1896 & 7,007 0.0 
1884 15,893 6.0 1897 14, 339 0.0 
1885 32,430 7.0 1898 21,365 0.0 
1886 8, 834 0.0 1899 25,708 0.0 
1887 1,763 0.0 1900 21,149 0.0 
1888 6,632 1.66 1901 18,005 0.0 
1889 12,140 2.5 1902 20,520 6.5 
1890 7,495 0.0 1903 6,105 2.5 
1891 254 0.0 1904 5,920 2.5 
1892 1,888 0.0 1905 7,034 2.5 
1893 3,380 0.0 1906 11,685 3.25 
1894 171 0.0 1907 12,549 3.25 
1895 2,581 0.0 1908 9,541 3.25 


“in percentages 

Source: William Martin Pearce, ''A History of the Matador Land and Cattle 
Company, Ltd., from 1882 to 1915" (unpublished doctor's disserta- 
tion, the University of Texas, Austin, 1952), pp. 62, 88, 21%. 


were merely squatters on the land, who usually 
owned only narrow strips along waterways and 
used the range on sufferance of the United States 
government. The publication's correspondent 
suggested that prairie fires or a severe winter 
after a dry season of short range could prove 
disastrous. In addition to being alarmed at the 
risk that stockmen could quickly be denied use of 
the public range, the correspondent was also 
worried by the prevalent practice of buying cattle 
by "book count'' without any actual tally ever 
taking place. 

The correspondents of both papers--incommon, 
we may presume, with many other commentators 
inthe British press--pointedto warning signs that 
went otherwise unheeded. Apparently, few per- 
sons were taking notice of possible future develop- 
ments. The cattle-ranching business of the West 
in the early 1880s was considered a sure invest- 
ment fora quickprofit; and, despite the warnings, 
British cattle companies continued to be formed 
and British money to flow freely. 

It was pointed out to Congress in 1884 that in 
only a few years 20 million U.S. acres and more 
had been acquired by alien companies operating 
within the United States, most of them controlled 
from Great Britain. One congressman even went 
so far as to say that these holdings were a men- 
ace to the best interests of the American people, 
especially in the West. But the tide was not 
slowed. Two years later British investments in 
Texas Panhandle lands and livestock amounted to 
£5, 082,068, and there were 13 British companies 


on the scene in that part of Texas alone. (See 
Table I. ) 


British Outfits in New Mexico 


In New Mexicothe extent of foreign capital was 
not nearly so great. The three major outfits were 
the Maxwell Cattle Company, the Hansford Land 


and Cattle Company, and the Prairie Cattle Com- 
pany. New Mexico's cattle-company records are 
poor; but at least two smaller companies were 
quite active--the Carrizozo Cattle Ranch Company 
and the Chama Cattle Company. 

It should be pointed out that for the purpose of 
this study the only portion of New Mexico under 
consideration is that east of the Rocky Mountains. 
On the whole, the nature of cattle ranching to the 
north and west of these mountains was then, as it 
is now, very different from that in the eastern 
plains. Herds tended to be smaller and were 
owned for the most part by localfamilies. Opera- 
tions were not part of the movement of alien 
capital to the cattle-ranching business. (The 
Chama Cattle Company seemsto have been anex- 
tension into north-central New Mexico from Colo- 
rado and was an exception.) Neither is cattle 
ranching in southwestern New Mexico being con- 
sidered here. 

The way in which the old-style plainsman, re- 
cently turned cattleman, realized the need for and 
visualized the use of foreign capital was illustrat- 
ed by the case of Charles Goodnight and the JA 
Ranch. Goodnight established his ranch on the 
Palo DuroCanyon in the Texas Panhandle in 1876, 
when he trailed 1,600 head of cattle there from 
Colorado. By teaming up with Irishman John 
Adair and his wife, Goodnight was able to build up 
the JA into one of the larger ranching ventures 
and the one which history shows to have been the 
most successful of them all. 

John George Adair, promoter and financier of 
Goodnight's JA Ranch, owned a large estate at 
Rathdair in Ireland. He had trained for the diplo- 
matic service, but found that his field should have 
been finance. So in 1866 he visited New York, 
established a brokerage firm, and "prospered by 
negotiating large loansin England at a small rate 
of interest and lending tocreditors in America at 
a high rate."' [J. Evetts Hale, Charles Good- 
night: Cowman and Plainsman (new edition; Nor- 
man: University of Oklahoma Press, 1949), 
p. 295.] Adair became interested in life in the 
West and in 1875 moved his brokerage business 
to Denver. In March 1876 Goodnight found it both 
profitable and convenient to borrow $30, 000there, 
giving in security his lands near Pueblo and pay- 
ing interest at the rate of 18 per cent per year. 
It was natural, therefore, that when in 1877 Adair 
became anxious to enter the cow business, he 
should go into partnership with Goodnight, who 
said--according to Haley--"I was very desirous 
of starting into the cattle business on a large 
scale, first to better my financial condition, but 
mainly to hire men enough to protect and sustain 
a business. " 

In common with other Britishers then living in 
the United States, Adair soon realized the po- 
tential for monetary and spiritual profit to be 
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achieved by taking an active part in cattle ranch- 
ing. By 1886 many others back home in Britain 
could answer the call of the West (and hope to 
achieve high dividends) by investing in any one of 
the 17 British ranching companies then located in 
the Panhandle-Plains area. 


REASONS BEHIND BRITISH CONTROL 


During this period American western enter- 
prises usually needed capital and needed it quick- 
ly. The country was developing its frontier 
lands--the area between the Mississippi and Cali- 
fornia--and much American capital was rapidly 
flowing into the expansion of the Middle West. 
Railway construction and numerous mining ven- 
tures were profitable attractions for domestic 
capitalists. Therefore, when large amounts of 
new capital were needed for what seemed specu- 
lative ‘enterprises, the necessary funds were more 
easily obtainable from alien investors than through 
the formation of companies registered on the New 
York stock exchange. Also, few Americans would 
have shown the interest and the enthusiasm of the 
Adairs for the Goodnight venture. 

Another case of the ability of British capital to 
meet a need unfulfilled by domestic funds was that 
of the Capitol Freehold Land and Investment Com- 
pany, Ltd., referred to above. With its author- 
ized capital of £3 million, this company was 
formed for the temporary purpose of operating a 
ranchon more thanthree million Panhandle acres 
that had come into the possession of a Chicago 
syndicate. 

The government of Texas had awarded the vast 
area to the syndicate for the construction of the 
State Capitol in Austin. When construction ex- 
penses far outran original estimates, the syndi- 
cate found itself unable to exploit its holdings 
through immediate sale and colonizing of the area. 
The idea of a temporary ranching operation, to 
secure the use of the land until the advent of the 
farmer, seemed sound to the syndicate; but the 
cattle business was just then going into the decline 
of the middle 'Eighties, and money was becoming 
scarce. American banks refused to lend on any- 
thing not quoted on the stock exchange; so, finding 
himself unable to raise the necessary capital in 
the United States, the syndicate's chairman went 


to Europe. Once, again, British capital filled 
the need. 


PROBLEMS PECULIAR TO 
BRITISH INVESTORS 


The difficulties facing alien investors were 
more than at first met the eye. Not only were 
such men investing funds in enterprises which had 
built-in hazards common to the entire industry; 
but, also, British and Scottish companies had to 
bear risks resulting directly from the fact that 


they were alien companies operating with alien 
capital and administered by a board of directors 
5,000 miles away across the Atlantic, yet usually 
forced to rely upon American resident managers. 
British managers were--if anything--less satis- 
factory because of their ignorance of the indus- 
try, the area, and the life. 

Perhaps the greatest handicap arising out of 
the overall situation was the paradoxical rela- 
tionship between the home office and the resident 
manager. Because the pattern was one of joint 
stock companies with limited liability and re- 
sponsibility to stockholders, the home office had 
both to rely upon but simultaneously to attempt 
close supervision of the salaried, on-the-spot 
employees, who lacked the participating interest 
they might have felt had they been partners in the 
venture. As things worked out, many managers 
proved indifferent, inefficient, fiercely independ- 
ent, and sometimes dishonest. The situation was 
as unsatisfactory for them as for the company 
back in London or Dundee. The time lag existing 
between a manager's realization of the needs of a 
ranching operation and final approval by the home 
office of recommended measures was not only 
frustrating; it was often disastrous. In addition, 
there was considerable American misinterpreta- 
tion of the announced policies of the alien home 
office. 

Furthermore, as the overseas companies ex- 
panded their operations, American operators-- 
often, members of a single family forced by 
necessity to establish only relatively small ranch- 
es--felt an increasing resentment against the 
foreign outfits, with their apparently endless 
supply of capital. Not infrequently there resulted 
excessive cattle rustling and later, after the en- 
closure movement took over, destruction of fenc- 
es. Because a small cow ranch could be initiated 
with very little money (Horace Greely wrote, "It 
costs no more to raise a four-year-old beef in 
Texas than it does a hen in Massachusetts."), 
family businesses grewup, operating with asmall 
herd--in many cases, no morethan 500, and often 
less than that. Since such people did not possess 
the capital to develop the great, barren areas of 
the Panhandle-Plains country, they naturally re- 
sented the size of the foreign operations and the 
power of the operators, who seemed tothe Ameri- 
cans to be taking for themselves what rightfully 
belonged to the native settlers. 

There was yet another serious difficulty faced 
by British outfits. Sales deception seems to have 
been widely practiced--both in cattle and in land. 
Ashas been pointed out already, it was customary 
to receive cattle by book count and range deliv- 
ery--a system allowing the seller ample oppor- 
tunity for misrepresentation. Usually, a book 
count included cattle long dead but never written 
off the books. Some discrepancies undoubtedly 
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resulted from poor counting methods, but the 
records indicate that oftenthe settler andthe old- 
time cattleman made it their business to try to 
deceive British buyers. One not uncommon de- 
vice was for cattle to be counted by tally, while 
the representative sent from the United Kingdom 
watched the beeves being driven by. What seemed 
at first to be afool-proof method took on a differ- 
ent color when it was realized that some sellers 
went so far as to drive the cattle out of sight over 
a rise and then to’bring them back again fora 
second counting. The British manager of the 
Rocking Chair Ranche--a man unfamiliar with the 
area and the industry--later claimed that occa- 
sionally the same cattle were sold to himas many 
as five times. 

In the matter of land sales, in the years before 
accurate surveys the acreage of a range being 
purchased was often exaggerated. In the time of 
the boom when American companies sold out fast 
to English and Scottish enterprises, much Pan- 
handle-Plains acreage was sold that simply did 
not exist. For example, in 1884 the resident 
British manager of the Matador Land and Cattle 
Company, Ltd., discovered that the company's 
range covered only 900,000 acres instead of the 
1,500,000 recorded onthe company's books. This 
writer found noevidence that Colonel Britton, the 
American whohad sold the range land to the Mat- 
ador outfit two years earlier, had deliberately 
misrepresented the contents of the sale; but it is 
difficult to clear him entirely of guilt, since the 
opportunity to deceive the British company was 


surely in his hands, and the discrepancy proved: 


to be a big one. 


GENERAL PROBLEMS OF 
THE CATTLE INDUSTRY 


Natural Elements 


Most cattlemen knew in general what to expect 
inthe way ofnatural hazards associated with West 
Texas and eastern New Mexico. Only a short 
time before, the region had been considered part 
of the Great American Desert. It was known to 
be relatively waterless and exposed tocold north- 
erly winds. Even so, the climate often took 
tolls far greater than cattlemen had anticipated. 
Droughts could be more prolonged, blizzards 
more severe, hailstones larger, grass fires more 
disastrous, and wild creatures more ravenous 
than ranchers had counted on. 

For example, whereas the Spur Ranch began by 
estimating that each winter's cold would kill off 
an average of 5 per cent of the total herd, in 
the winter of 1903-04--after a heavy summer 
drought--the ranch lost more than 10 per cent of 
its hardiest age group, the three-year-olds. And 
this great loss came after the company's network 
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of fences was crisscrossing the range to prevent 
cattle from wandering far from the care of cow- 
hands. Also, it was not unknown for dozens of 
calves to be killed by gigantic hailstones; one 
blizzard could starve and/or freeze thousands of 
cattle; and in 1885 one British-owned ranch was 
hit by a fire which swept nearl; a million acres 
of grass. 

In the battle against one omnipresent difficulty, 
the British enterprise usually prospered far 
better than did the domestic one. The water- 
supply problem wasa factor that continually con- 
fronted all companies located any substantial 
distance from a river. Since there were only 
two other water sources sufficient for a herd of 
cattle--artificial lakes or tanks and wells pumped 
by windmills--a cattle company capable of devel- 
oping lands and constructing such improvements 
was ata considerable advantage. British funds 
were available for drilling wells, which cost from 
$1.25 to $2.00 per foot and were often from 300 
to 800feet deep. A single well generally required 
an investment of from $1,000 to $2,000 and could 
usually support a maximum of only 500 head of 
cattle, so only the larger enterprises could afford 
such a water supply. And a majority of those 
larger operations in the area under discussion 
were British. 

Wild creatures were another constant threat to 
cattle--especially lobos (large gray wolves), coy- 
otes, prairie dogs (whose underground towns were 
dangerous traps for horses and cattle), screw 
worms, and heel flies. The insects were veri- 
table plagues, causing such irritation that cattle 
often went crazy or stampeded into rivers and 
bogs. 

Obviously, all cattlemen had much to fear from 
the natural hazards of the Panhandle- Plains coun- 
try. Most ranches were hit by them with equal 
severity, and no company--even one with plentiful 
funds--could do much more than any other to 
protect itself against such built-in dangers. 


Man-Made Hazards 


1. Cattle Trails. --When men realized that the 
Panhandle-Plains corner of West Texas and the 
plains of eastern New Mexicowere suitable large- 
ly for cattle breeding, it became the practice to 
trail the cattle northwards to the rich grasslands 
of Montana, Wyoming, and the Dakotas, where 
the beeves could be fattened prior to sale and 
slaughter. The resulting cattle trails produced 
two major problems: Panhandle-Plains cattle- 
men found their passage blocked by nesters; and 
sometimes these same cattlemen, in turn, found 
it necessary to establish a cattle trail through 
their own property to be used by drovers coming 
up from farther south or east. Only in such fash- 
ion could good pasture lands be protected. Even 
then, drovers often turned aside from the trails 
so carefully and expensively provided for them 


and took the most direct route northward, through 
fences and valuable range land alike. When ship- 
ping cattle by railbecame the answer, the British 
outfits once again had the advantage: money was 
available to finance such shipments. 


2. Enclosures. --Barbed wire was patented in 
1873 andcame into use in western fences in 1879. 
The result was a revolution within the cattle in- 
dustry. Fences meant that the free range was on 
the way out and that every cattle enterprise must 
own much of the land it used. Fences also meant 
that an owner could have the exclusive right to 
his bulls, many of which soon were high-grade 
animals imported from the East and even from 
Britain. This development insured an improve- 
ment in the quality of Texas and New Mexicocat- 
tle. Another result of fences (or "enclosure"') 
was that drilling wells in waterless plains areas 
became profitable. 

Since the British cattle company was dominant 
in the enclosure movement, additional resent- 
ment against British capital was thereby aroused. 
In 1885 the price of barbed wire was almost $5 
per hundred pounds, including freight; so the total 
cost of a fence, with labor, was as much as $175 
per mile. Consequently, fencing a pasture was a 
costly job; and, even if a small rancher could 
afford the outlay on the construction, he would 
have great difficulty financing the maintenance, 
which over a period of 20 years approached the 


original cost of the fence. Not so, with the alien 
enterprise. 


3. Nesters. --Settlers began toreach the Pan- 
handle-Plains country in large numbers in 1887. 
Their coming meant eventual prosperity for the 
area; but in the beginning they created a new batch 
of problems for the cattlemen, especially the 
alien outfits. Nesters meant settlements; before 
long, counties; and counties meant taxes, the 
burden of which invariably fell most heavily upon 
the large British enterprises. Soon, however, 
the big ranch companies realized that settlement 
was inevitable and that, fortunately for them, 
immigration enhanced land values. The Rocking 
Chair Ranche came to the conclusion that all that 
could be done when the settlers arrived was to 
try to capitalize upon the vast acreage the ranch 
owned. (This company unsuccessfully put for- 
ward its town site of Aberdeen to be the county 
seat of Collingsworth county in West Texas, en- 
visaging a huge empire with Aberdeen at its 
center. ) 

During this period the alien cattle company was 
deeply disliked. The settlers felt that they had 
more right to the land than the British capitalist 
had. The foreigner was, therefore, considered 
a usurper; so British companies found their stock 
being stolen, killed, or rebranded, and their pas- 
tures being set on fire. All this, despite the fact 
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that most British managements--including what 
was perhaps the most narrow in policy the Rock- 
ing Chair--gave up large acreages to the settlers. 
By 1892 the Rocking Chair Ranche had surren- 
dered 40,960 of its 150,560 acres. And early in 
the 20th century almost all of the three million 
acres of range of the XIT, once the largest ranch 
in the entire West, were sold to settlers. 


Pasturage & Shipping Problems 


Most of the local pasturage problems of indi- 
vidual ranches were solved by enclosure. But 
others--those associated with shipping- -remained 
big. Before the coming of the nester, no railroad 
crossed the Panhandle, so that even those cattle 
which eventually moved long distances by rail had 
first to be driven several days ona trail. If the 
shipping point was not located near any ofthe lush 
pastures of Montana, Wyoming, and the Dakotas, 
good pasture land en route or adjacent tothe ship- 
ping point became vital. Because of good range 
between ranch and rail, the Spur, for example, 
used Amarillo as its shipping point, though sev- 
eral other rail points were nearer. 

The Board of the Espuela Land and Cattle Com- 
pany, Ltd., suggested to the manager of the Spur 
that small bunches of cattle could be fattened at 
the ranch and sold at a better price at various 
places over the country rather than at a single 
market. The immediate reply of the manager 
explained the realities of the situation: 


We are so far from a railroad at present 
that a good large bunch of cattle has to be 
driven at a time; as it costs as much to 
drive a small herdas a big one. I amafraid 
we cannot do well with fat cattle any place 
other than Kansas City and Chicago, as the 
railroads discriminate in favor of these 
places; and the butchers in towns nearer to 
us invariably when buying take the Chicago 
markets as their basis and make the same 
deductions for shrinkage and cost of car- 
riage that the longer journey would have 
incurred, 


Several problems were engendered, also, by 
the fact that often railroad cars were not ready to 
receive cattle when they arrived at the shipping 
point, in which cases the beeves had to be pas- 
tured then and there. Lack of sufficient grass 
obviously meant loss of fat on the cattle. Also, 
the delay could result in the late arrival of the 
herd at Chicago or Kansas City (where the chief 
markets were located) and the necessity for sales 
on off-days. (Apparently, Wednesdays and Thurs- 
days offered the best prices, with Saturdays and 
Sundays bringing bad ones.) Therefore, a com- 
pany marketing a large herd (and the larger the 


herd the more likely the company was to be Brit- 
ish) had to contend with a variety of prices, de- 
pending upon the degree of efficiency exhibited by 
a railroad. 


PROFITS, PRICES, & DIVIDENDS: 
1875-1910 


The cattle industry enjoyed the peak of its pros- 
perity in 1884 and had high hopes for a bright 
future. But those hopes were not to be realized. 
The reasons were numerous: (1) much money was 
borrowed in 1884 at high rates; (2) in many parts 
of the West (though not in the Panhandle-Plains 
country) the range was becoming drastically over- 
stocked as a result of fears that nesters would 
crowd cattlemen off the public domain; (3) the 
feverish pace at which ranches were being estab- 
lished soon created an oversupply of beef moving 
to the domestic markets and being exported to 
Great Britain and Europe; and (4) in 1885 Chicago 
and Kansas City market prices began a steady 
decline, and soon Chicago slaughter-houses and 
canners also became less and less interested in 
more beef. 

In addition to the 1885 price drops and over- 
supplies, the winter that year was a severe one. 
Also, President Cleveland made matters worse 
for cattlemen by forbidding their use of range 
lands on the Cheyenne-Arapahoe reservation in 
Indian Territory. The presidential decree had 
two unhappy effects upon the cow business--it 
forced additional herds either onto ranges in 
neighboring states, which were already general- 
ly being overgrazed, or onto an already over- 
stocked market. 

The following year, 1886, brought even lower 
prices and an even worse winter. Thousands of 
cattle died. However, despite such setbacks and 
despite the general air of gloom throughout much 
of the western cattle country, few ranches in the 
Panhandle or on the Plains sold out. In some 
other areas ranchers could not ride out the storm, 
especially in cases where notes came due and 
collateral was insufficient for renewal. Often, 
the crisis was deepened when frantic cattlemen 
followed the only course open by which they could 
lay hands on desperately needed funds-- shipping 
too many cattle to an already weak market. 

Cattle prices on the Chicago market reached 
the high point of the era in 1882: $6.77 per 100 
pounds, mean price of steers (Table III). Al- 
though the next year brought a price decline of 
more than $1.00, by 1884 the annual average was 
up once more to $6.05. But a long period of de- 
clines was in the making. 


Profits & Prices 


In common with other companies in the area, 
the Espuela Land and Cattle Company, Ltd., be- 
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TABLE Il 


MEAN PRICES OF STEERS PER 100 POUNDS 
Chicago, 1878 - 1889 


Year Price Year Price 
1878 $4.25 1884 $6.05 
1879 4.60 1885 5.15 
1880 5.75 1886 4.75 
1881 5.90 1887 4.60 
1882 6.77 1888 4.87 
1883 5.67 1889 4.35 


Source: USDA, First Report of the Secretary of Agriculture: 1889 (Washing- 
ton: Government Printing Office, 1889) 


gan to suffer when prices started their decade- 
long decline. In the winter of 1886-87 the Spur 
lost some 4,600 head to blizzards and a drought. 
The slight price upturn in 1888 did not help 
matters at the Spur, because poor conditions of 
the cows resulted in a calf crop of only 22 per 
cent. The company decided to sell heavily that 
year, despite low prices, and so entered the 
winter of 1888-89 with 41,180 cattle--more than 
12,000 less than the year before. 

The Matador Land and Cattle Company reaped 
its highest profit (132,430) in 1885. The margin | 
would probably have been greater had it not been 
for President Cleveland's order. The next year 
Matador profits dropped as the result ofa general 
trade depression, which greatly affected beef pur- 
chases by wage-earners. Price regulation by the 
combination of Chicagopackers did not help mat- 
ters. Matador profits in 1886 were down almost 
75 per cent from the year before--to L8, 834. 
But the bottom had not been reached. In 1887 
profits turned out to be only £1, 763--a meredrop 
in the bucket and a new low. In 1891 a change in 
Matador management took place, when Murdo 
Mackenzie took over operations. The following 
decade is looked upon by historians of the com- 
pany as having brought stability. The dying de- 
pression, the last effects of the old inefficient 
regime, and a drought combined torestrict 1891- 
1893 profits; but the worst was over. Despite 
the hard early years, under Mackenzie's guidance 
the Matador became perhaps the most successful 
British cattle venture in the West. 

At the Rocking Chair Ranche the 1890 valuation 
of the herd was set at an extremely low $12.56 
per head, but the optimistic management was not 
worried. Instead, the feeling there was that cut- 
ting down the size of herds meant better prices 
for mature cattle in the future and that the grow- 
ing population and the increasing cost of raising 
cattle on more crowded ranges would cause prices 
to rise within a few years. The record shows, 
however, that the company's "courage" evidently 
went to its collective head; for the enterprise 
eventually failed. But the dark daywas somewhat 
delayed by heavy spring rains in 1891 and a re- 
sulting fine summer range. Cattle gained weight 


rapidly, so that the Rockers realized $10.57 per 
head--$1.26 more than the year before. But 1892 
brought severe snowstorms, heavy spring cattle 
losses, a plague of small black flies from mid- 
August to early November (causing extreme loss 
of weight in cattle), and low prices--down to 
$16.90for steersfrom $20.50 in 1891. The com- 
bination was a bitter one. 

At the Spur Ranch, the total income from cattle 
sales during the 1889-1904 period was $1, 778, 983, 
consisting of annual sales which varied from an 
1893 low of $16, 825 to an 1894 high of $188, 328. 
Following the slump of 1896, this ranch had a 
decade of highly satisfactory sales (see Table IV). 

Top prices at the Spur after 1894 came in 1898 
during the Spanish American War, which con- 
tinued to affect prices through 1900. Two-year- 
old steers sold for $28 in 1898 and in 1900 still 
commanded a price as high as $25. From 1901 
until mid-1909 when the last Spur cattle were 
sold, prices did not fluctuate unreasonably ex- 
cept during 1904. That year, which was bad in 
many respects, two-year-old steers sold for as 
little as $19.50. Things were so serious that 
year that the Spur management thought it would 
be worthwhile skinning dead cattle--there were 
many--and selling the hides! 


Dividends 


It isa fair generalizationto say that none of the 
British cattle companies operating in the Pan- 
handle-Plains area ever achievedthe highreturns 
expected (whatever the secret misgivings of vari- 
ous directorates). Dividend payments were rela- 
tively small. Take the case of the Hansford Land 
and Cattle Company. On paid-up ordinary shares 
with a nominal value of £209,740 at the outset 
and £.25, 844 by the end of 1900, the company paid 
an annual average dividend of only a little more 
than 4 per cent for the years 1882 through 1900 
and suffered a capital loss of 1.83, 869. 

Matters were even worse at the Matador. Al- 
though for the first year of its existence, 1883, 
that company paid a dividend of 8 per cent, one 
of 20 per cent had been expected; and, so far as 
this writer was able to determine, no dividend at 
all was paid during eight of the years from 1883 
through 1895. One author states that the Mata- 
dors returned an annual average, dividend of less 
than 3 per cent for the 18-year period of 1883- 
1900. At least one reason for such poor profits 
and the lack of dividends in comparison with the 
somewhat better records of other British outfits 
was increased costs in 1891, at the same time 
that companies like the Prairie, the Hansford, 
and the Cedar Valley were cutting expenses. 

The case of the Prairie Cattle Company will 
illustrate the close relationship between dividends 
and cattle prices, true then as now. From 1881 


to 1886 this company paid an annual average divi- 
dend of 15.3 per cent, but in the next 10 years of 


weak and uncertain prices it paid none at all. 
During its first 20 years the Prairie's annual 


dividends averaged 6.8 per cent; but the com- 
pany suffered a capital loss of £191,136, which 
reduced the nominal value of ordinary shares 
from £191, 136 to £102,919. 

Apparently, other companies were not able to 
pay dividends anything like those of the Prairie, 
though data on returns are not available. It seems 
doubtful that the Rocking Chair, which was soldto 
the Continental Land and Cattle Company late in 
1896, paid any dividends whatsoever after the 
1886 price slump. The Rockers did not pay even 
a bonus to shareholders upon liquidation, as did 
the Hansford Land and Cattle Company. The 
Texas Land and Cattle Company averaged an 
annual dividend of a little over 3 per cent during 
its first 19 years; at the same time, its paid- 
in ordinary capital shrank from £384,000 to 
£240, 000. 

Between 1893 and 1896, unfavorable cattle 
prices caused the liquidation in Texas alone of 
three of the 13 British companies operating there. 
Obviously, British investors had a great deal to 
be concerned about. Much of it was low cattle 
prices, but there were many contributing factors. 


PERIOD OF DECLINE 
Hostile Legislation 


When the crest of the wave obviously had been 
reached and passed, settlers felt that if conditions 
continued toworsen English and Scottish specula- 
tors shouldtake their funds elsewhere. As has so 
often been true, foreign capital invested in an 
underdeveloped area was resented by the natives 
because of the temporary and speculative nature 
of the investment. Those early Texans were not 


TABLE IV 
CATTLE SALES OF THE ESPUELA LAND AND CATTLE COMPANY 
1889 - 1906 
Year Sales Year Sales 
1889 $ 25,406. 06 1898 $159, 416. 88 
1890 68, 800. 62 1899 157, 639. 44 
1891 93,989.18 1900 133, 029. 32 
1892 109, 800. 38 1901 124,121.02 
1893 16, 825.73 1902 113, 139. 60 
1894 188, 327.51 1903 114, 687. 45 
1895 80,413.40 1904 99, 882. 29 
1896 43,970.69 1905 132, 229. 90 
1897 179,531. 29 1906 93,683. 24 
Source: William C. Holden, The Spur Ranch (Bost Christopher Publishing 
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House, 1934), pp. 196 ff. 


unique in their failure torealize the full extent of 
the role of outside capital in the development of 
outlying areas. Nor were they the first nor the 
last to outlaw such activity without giving due re- 
gardto the benefits accruingto their regionthere- 
from. However, an occasional protest was voiced 
against not only the foreign interests but certain 
domestic policies as well. As the newspaper in 


one small Texas town commented: ''The great — 


state of Texas, in her greed for money, accepts 
bids from concentrated capital for the use of her 
public lands, to the detriment and oppression of 
that class of her population who earn their bread 
by the sweat of their brow." 

However, the phrase "detriment and oppres- 
sion" apparently carried more weight than the 
placing of blame at the door of Texas. That was 
a phrase sweet to the tongues of demagogues, and 
in the 1890s state politicians were beginning to 
court the votes represented by the new and grow- 
ing settlements in the Panhandle-Plains country. 
Stirring up additional resentment against the alien 
"intruder" seemed a sure road toward greater 
political strength. 

It was tobe expected, then, that candidates like 
James S. Hogg, running for governor in 1890, 
would capitalize upon the issue, which is exactly 
what Mr. Hogg did. In dramatic political ha- 
rangues then and later he accused English lords, 
corporations, and syndicates of fencing in vastly 
exaggerated areas for the purpose of leasing the 
land to foreign ''serfs and peons, '' who--the can- 
didate suggested--would make amockery of Texas 
democracy by voting asdirected by English aris- 
tocracy; he warned that the British and the Scot- 
tish corporations constituted a dire peril (which 
he did not spell out) to the state's political and 
economic development. 

As governor, Mr. Hogg implemented his words 
by getting from the state legislature the passage 
of the Alien Land Law in 1892 and the Corporation 
Land Law in 1893, both of them directed at Brit- 
ish enterprises. The first not onlyprohibited the 
acquisition of land by aliens but also required 
those already owning Texas acres to dispose of 
their holdings or become U.S. citizens within 
10 years. The second law plugged any loopholes 
in the first: the Corporation Land Law forbade 
future acquisition of Texas lands by corporations 
and, further, ordered existing corporate land- 
owners to sell out within 15 years. And since 
many Texas enterprises extended over into New 
Mexico, alien enterprises throughout the entire 
Panhandle-Plains area were threatened. 

However, neither act seems to have been vig- 
orously enforced; for, after the 15-year limit had 
expired in 1908, six British cattle companies were 
still operating in Texas. Furthermore, based 
upon the evidence, the assumption seems sound 
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that the demise during that period of several 
other companies was not actually attributable to 
the acts, though they undoubtedly hastened such 
liquidations. 


TABLE V 
PRICES OF STEERS 
1894 - 1906 
Espuela'!) Matador(2) 
2-year-olds 3-year-olds 4-year-olds 

1894 -- $22.96 $34. 68 
1895 $19.00 27.31 33.05 
1896 20. 00 25.48 31.19 
1897 27.50 27.75 37.31 
1898 28.00 31.83 43.21 
1899 25.75 
1900 25.00 
1901 19.40 
1902 22.75 
1903 20.00 
1904 19.50 
1905 21.00 
1906 21.50 


(1) Espuela Land and Cattle Company; quotations available for 1895-1906. 
(2) Matador Land and Cattle Company; quotations available for 1894-1898. 
Sources; (1) William C. Holden, The Spur Ranch (Bost Christoph 
Publishing House, 1934), pp. 196 ff. 
(2) William M. Pearce, ''A History of the Matador Land andCattle 


Company, Ltd., from 1882 to 1915" (unpublished doctor's disserta- 
tion, The University of Texas, Austin, 1952), p. 98. 


Ce 


GROWING DISSATISFACTION OF 
ALIEN STOCKHOLDERS 


The first great disillusion experienced by the 
investor in Texas and New Mexico cattle opera- 
tions was the true size of the dividends paid by 
the ranching companies. In many cases, such 
income proved smaller than its equivalent in 
London building societies, which paid a minimum 
of 4.5 per cent a year. According to J. Fred 
Rippy writing in the January 1955 Southwestern 
Historical Quarterly ("British Investments in 
Texas Lands and Livestock"), only two British 
companies in Texas, both dealing in land but not 
in cattle, and apparently no such company in New 
Mexico enjoyed steady prosperity. The Land 
Mortgage Bank of Texas, on a paid-up nominal 
capital of ordinary shares that expanded from 
£10,000 to £156,328, yielded an annual average 
of 7 per cent during its first 14 years; between 
1883 and 1901 the other company, the Texas Land 
and Mortgage Company, on a nominai paid-in 
capitalof ordinary shares ranging from £100,000 
to £125, 000 paid out an annual average of slightly 
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over 10.5 per cent. Both these British enter- 


prises prospered by concentrating upon lending. 


money on the properties of others. It would seem 
that investment in land was more profitable than 
investment in cattle. 


The relative success of such landcompanies in 
the early years contributed substantially to the 
dissatisfaction of shareholders in cattle enter- 
prises. Perhaps the land policies of the ranch 
companies were neglected in favor of developing 
the cattle market and of improving herds. This 
writer feels that too many enterprises bearing 
the title ''Land and Cattle Company" ignored prof- 
itable speculation in land values, while they de- 
voted all their attentionto ranching. The example 
of the Maxwell Land Grant Company and the Max- 
well Cattle Company, where the principal aim 
was always to sell land piecemeal to prospective 
settlers (although a profitable cattle business was 
also conducted), is such an isolated exception that 
it does nothing to upset the picture of a lack of 
foresight on the part of the management of most 
cattle companies. The Capitol Freehold Land and 
Investment Company, Ltd., operator of the XIT, 
recognized more fully than most the advantages 
inherent in the coming of the nester and by 1908 
had disposed of most of its lands, somewhat more 
than three million acres. But even this company 
did not at the outset concentrate on land. 


Another cause of general stockholder unhappi- 
ness was the prevalent policy regarding grazing 
ranges. The policy of the Spur Ranch is a case 
in point. Espuela investors were carefully in- 
formed that steers bred at the Spur and then fat- 
tened for two yearson Montana ranges ultimately 
weighed as much as 1,300 pounds, while four- 
year-olds fattened on the home range averaged 
only around 925 to 950 pounds. Investors were 
also told that the price per pound increased with 
the weight of the steer, so that a 1,300-pound 
steer could bring almost three times as much as 
a 950-pound animal. Having been thus informed, 
stockholders were naturally displeased when Es- 
puela failed to obtain available northwestern 
ranges and so profit by the advantages to be 
gained thereby. 


Dissatisfaction was also a by-product of the 
vast distance stretching between the board of 
directors in Britain and the resident ranch man- 
ager in the Southwest, for almost of necessity 
flexibility of operations had to be sacrificed to 
tight control--control which, though it soothed 
stockholders frightened of policy changes, never- 
theless often made it impossible for resident 


managers to take advantage of fast developments: 


on the local scene. More significantly, however, 
such rigid control was symbolic of the ingredient 
most noticeably in short supply in the handling of 
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most British companies--courage. (Paradoxi- 
cally, at least one failure, that of the Rocking 
Chair, was brought about, at least in some de- 
gree, by an overabundance of courage, or perhaps 
foolhardiness. ) 

The failure and liquidation of many alien com- 
panies in the 1890s and during the first decade 
of the new century can probably be laid (1) to 
fears on the part of the directors that stock- 
holders would panic if policies were altered; (2) to 
lack of foresight; (3) to problems caused by nes- 
ters; (4) to theft and deceit, both from within and 
without the companies; (5) to lack of communica- 
tion between directors and managers; (6) to lack 
of flexibility arising from the vast geographical 
distances between directors and ranches; (7) to 
the weather; (8) and to unfavorable prices. In 
general, it appears that the aggregate dividends 
received by the ordinary shareholders of the 
British companies hardly compensated for capital 
losses. Again, the Rocking Chair Ranche offers 
a typical example: the 150,400 acres bought in 
1883 for $188,000 were sold in 1896 for only 
$75, 200. 

In 1907 eight British cattle companies were still 
operating. Today, none of the original ones re- 
mains. The American Pastoral Company was 
liquidated in 1915-16, but seems to have recov- 
ered its investment, although never paying any 
dividends. The remnants of the XIT were sold in 
1909, although the Capital Freehold Land and In- 
vestment Company (owner of the XIT) survived 
until 1918. The Cedar Valley Land and Cattle 
Company was liquidated in 1909. The Spur Ranch 
was sold in 1907, with the Espuela Company being 
dissolved in 1908, its only return throughout its 
entire life having been 3 percent on its preference 
shares in 1895. The Hansford Land and Cattle 
Company folded in 1912. The Prairie Cattle Com- 
pany wound up its affairs in 1916. Two compa- 
nies, alone among all the others, outlived the 
'Twenties: the Matadors, which returned an 
annual average dividend of nearly 11.8 per cent 
from 1901 to 1950, sold out to another British 
company in 1951. The change in management 
broke the continuity of the operation, for the land 
was broken up. The other British company suc- 
cessfully operated the Bell Ranch in New Mexico 
until the 1930s, but unfortunately all early rec- 
ords were destroyed by fire. The success of the 
Matadors and the Bell Ranch must be attributed to 
foresight and efficient management, which saw 
them through the rough years before the turn of 
the century and then served them in good stead 
during the years that followed, when demand for 
beef increased and competition lessened, when 
area enterprises were stronger, and when alien 
and domestic capital operated in cooperation side 
by side. 


CHART-OF-THE-MONTH 


The Index of Bank Loans and Discounts made in 


New Mexico shows a strong upward surge and a 
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generally higher level during the first five months of 1961. 
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